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nated or that a child committed to the commissioner’s guardianship as a dependent 
or neglected child i_r_1_ geg 9_f_‘ protection g services is handicapped physically or 
whose mentality has not been satisfactorily determined or who is affected by 
habits, ailments, or handicaps that produce erratic and unstable conduct, and is 
not suitable or desirable for placement in a home for permanent care or adop- 
tion, the commissioner of human services shall make special provision for the 
child’s care and treatment designed to the child, if possible, for such placement 
or to become self-supporting. The facilities of the commissioner of human 
services and all state treatment facilities, the Minnesota general hospital, and the 
child guidance clinic of its psychopathic department, as well as the facilities 
available through reputable clinics, private child-caring agencies, and foster board- 
ing homes, accredited as provided by law, may be used as the particular needs of 
the child may demand. When it appears that the child is suitable for permanent 
placement or adoption, the commissioner of human services shall cause the 
child to be placed as provided in section 260.35. If the commissioner of human 
services is satisfied that the child is mentally retarded the commissioner may 
bring the child before the probate court of the county where the child is found or 
the county of the child’s legal settlement for examination and commitment as 
provided by law. 

Sec. 39. Minnesota Statutes 1986, section 484.73, subdivision 2, is amended 
to read: 

Subd. 2. EXCLUSIONS. Judicial arbitration may not be used to dispose of 
matters relating to guardianship, conservatorship, or civil commitment, matters 
within the juvenile court jurisdiction involving -neglect-; dependency; children Q" 
need o_f protection g services or delinquency, matters involving termination of 
parental rights under sections 260.221 to 260.245, or matters arising under 
sections 5l8B.0l, 626.557, or 144.651 to 144.652. 

Sec. 40. REPEALER. 
Minnesota Statutes 1986, sections 260.015, subdivisions _§ _a_r£l l_Q; 260.103‘, £1 260.194, E repealed. 
Approved April 26, 1988 

CHAPTER 674—S.F.N0. 2473 
An act relating to workers’ compensation; regulating selfiinsurance; establishing a self- 

insurer guaranty fund; prescribing a penalty; amending Minnesota Statutes 1986, sections 
176.181, subdivision 2; 176.183, subdivision 3; Minnesota Statutes 1987 Supplement, section 
176.183, subdivision 2; proposing coding for new law as Minnesota Statutes, chapter 79B; 
repealing Minnesota Statutes 1987 Supplement, sections 60A.101; and 176.183, subdivision 
Ia. 
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BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA: 
Section 1. [79B.01] DEFINITIONS. 
Subdivision 1. SCOPE. @ th_e pugposes 91‘ sections _l_ t_o 1_Z gig _2_§ _t_l;g 

terms defined i_n pip section have th_e meaning given them. 

Subd. 3; COMMISSIONER. “Commissioner” means th_e commissioner o_f 
commerce except where specifically stated otherwise.

~ 

~~

~

~

~

~ 

~~ 

Subd. INCURRED LIABILITIES FOR THE PAYMENT OF COM- 
PENSATION. “Incurred liabilities _fpr_ th_e payment _o_f compensation” means fie 
gig _c_>_f_' both _o_fg1_e following: 

Q) pp estimate 91‘ future workers’ compensation benefits, including medical 
and indemnity; app 

(_2_) Q amount determined py tfi commissioner t_o Q reasonably adeguate 
pg assure E administration pf claims, including legal costs, 1111 pg’; t_o exceed 
yep percent o_f future workers’ compensation benefits.
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~~~ 

~~~ 
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~~ 

~~ 

~~ 

~~ 

~~ 

~~ 

~~ 

Subd. i INSOLVENT SELF-INSURER. “Insolvent self-insurer” means 
either a member private self-insurer Llio E failed t_o fly compensation §1_S_ p 
result o_f _a declaration pf bankruptcy g insolvency py a court o_f competent 
jurisdiction pn_d whose security deposit gap bi called py t_l_1_e_ commissioner 
pursuant 19 chapter fl, g g member self-insurer w:l1o E failed t_o gy gm; 
pensation £1 _\yl;(_) E been issued Q certificate o_f default py Q: commissioner 
app whose security deposit pap been called py th_e commissioner pursuant _t_p 

chapter 176. 

Subd. §_. MEMBER. “Member” means Q private self-insurer which partici- 
pates Q th_e self-insurers’ security fund. 

Subd. Q PRIVATE SELF-INSURER. “Private self-insurer” means Q mem- E private employer which jg self-insured pg a_1 group which i_s self-insured 
against liability E workers’ compensation under chapter 176. 3 does M 
include E state pf Minnesota 53 i_t_s political subdivisions. 

Subd. 7. SECURITY FUND. “Security fund” means the self-insurers’ secur- 
icy fund established pursuant t_o E chapter. 

Subd. _8_. TRUSTEES. “Trustees” means jg board pf trustees _o_f thp self- 
insurers’ security fund. 

Subd. 2: CERTIFICATE OF DEFAULT. “Certificate 9_f default” means a 
notice issued py th_e commissioner 9_f commerce based upon information received 
from 1:15 commissioner 9_f labor @ industry, @ it private self-insurer E 
failed _t_p fly compensation Q required py Minnesota Statutes, chapter 17:6. 

Sec. 2. [79B.02] SELF-INSURERS’ ADVISORY COMMITTEE. 
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Subdivision L MEMBERSHIP. & th_e pur_*poses o_f assisting fig commis- 
sioner, fig i_s established g workers’ compensation self-insurers’ advisory com- 
mittee o_f E members _th_at a_re employers authorized Q self-insure i_p Minnesota. 
Three pf _t_l§ members sfl b_e_ elected by Q5; members pf tl1_e self-insurers’ 
security % tw_o in Q appointed by th_e commissioner. 

Subd. _2_, ADVICE TO COMMISSIONER. A_t pipe reguest o_f fir commis- 
sioner, th_e committee get all s_lxz1_l_l advise th_e commissioner E respect 
t_o whether g n_ot Q applicant _tp become g private self-insurer i_n E gage c_)_f_‘ 

Minnesota bag _r_n£t tbe statutogy reguirements t_c_> self-insure. flip committee 
&11 advise gig commissioner b‘ p E Qy information Q apy private fif- 
insurer mgy become insolvent. 

Sec. 3. [79B.03] SELF—INSURANCE APPLICATIONS. 
Subdivision L PROCEDURE. Each employer desiring t_o self-insure indi- 

vidually gball apply 19 gh_e commissioner pp forms available f‘r_<>_rr_1 gig commis- 
sioner. E; commissioner shill grant 9_r fly _th_e application within QQ gays 
after Q complete application i_s filed. 115 time fly be extended Q‘ 
another QQ gpy_s_ ppg _l_§ plpysj m_'i9_r notice 19 th_e» applicant. E gg1_n’_t o_f 
authority _1;(_) self-insure s_h_a_ll continue ill effect iii revoked by order o_fQ 
commissioner 9; until such time Q tl1_e employer becomes insured. 

Subd. ; CERTIFIED FINANCIAL STATEMENT. application f9_1_' 

self-insurance shill bp accompanied by g certified financial statement. Certified 
financial statements fi)_1_' _E_l period ending more than _s_i§ months prior t_o th_eE 
o_f th_e application fin bp accompanied by Q aflidavit, sigped by 3 company 
oflicer under oath, stating tg there his been Q material lessening pf tlip p_e_t 
worth pg other adverse changes i_n it_s financial condition E El 9_i_‘ t_hg 
period. Lire commissioner gy reguire additional financial information neces- 
gzpy t_o _c_2_1r_ry 9y1_t_ 11$ purpose o_f chapter E; 

Subd. ; NET WORTH. Each individual self-insurer shall have g main- 
_t_a_i_n a gt worth _a_t l_eait_ egual t_o ’th_e greater o_f te_n times _t__h_e retention gm 
selected with th_e workers’ compensation reinsurance association p_r_ one-third fie 
amount o_f th_e self-insurcr’s current annual modified premium. IQ reguire- 
ments o_f Lis subdivision ph_all bg modified iffl1_e self-insurer gig demonstrate 
through g reinsurance program, other E coveragg provided by tl1_e workers’ 
compensation reinsurance association, 3131: Q gap p_ay expected losses without 
endangering tbb financial stability o_f'tl1_e company. 

Subd. 51; ASSETS, NET WORTH, AND LIQUIDITY. individual 
self-insurer E app maintain suflicient assets, n_et worth, 11 liquidity t_o 
promptly Q1 completely meet ab o_f Q obligations tbpt pi_ay a_ri§e_ under chapter 
1_76 g tbg chapter. Q determining whether a self-insurer meets thi require- 
ment, t_h_§ commissioner consider jtbg self-insurer’s current ratio; it_s fig; 
term gl short-term Q t_o equity ratios; i§ pg; worth; financial characteristics 
o_f@ particular industry i_n which fie self-insurer E involved; Qy recent changes 
_ip the management and ownership o_f the company; any excess insurance pur- 

New language is indicated by underline, deletions by stri-leeeu-t.



1053 LAWS of MINNESOTA for 1988 Ch. 674 

chased hy tm self-insurer f_rc_>r_n_ a_ licensed company Q Q authorized sutplusQ 
carrier, other Q excess insurance from mg workers’ compensation reinsur- QQ association; Qy other financial tigta submitted tg thg commissioner hy the_ 
company; Qg _t_h_e company’s workers’ compensation experience Qt Q _l_2_1_s_t thug 
years . 

Subd. ,§t GUARANTEE BY AFFILIATES. Where Q employer seeking _t_g 
self-insure tag tp Qt th_e financial reguirements §§_t_ _f_'(Qth th subdivisions _3_ 

Qg 51, the; commissioner Q ggrh authority t_o self-insure provided Q Q 
affiliated company, whose financial statement i_s filQed Q Q commissioner Q1 
meets _t_hp reguirements gpt _f9Qh i_n subdivisions g Q 1, provides 2_1 written 
guarantee adopted‘ hy resolution o_f Q board 9_f directors t_hht_ it w_i11 Lay _a_1_l 

workers’ compensation claims incurred hy it_s afliliate Q1 Q it Q n_ot termi- 
Qte thp guarantee under _Qy circumstances without Q giving Q9 commission- 
_e_r Q jg affiliate _3_(_) days: written notice. I_f gpig guarantee i_s withdrawn 9; i_i_‘ 

tl_1_e_ guarantor ceases being Q affiliate, th_e afiiliate Q giv_e written notice t_o hp 
commissioner Q1 th_e self-in_§ured. _'lQ=._ self-insured’s authority t_o self-insure 
ghgh automatically terminate upon expiration o_f thg 30-day notice period. 

Subd. _6_t APPLICATIONS FOR GROUP SELF-INSURANCE. (g) Qg 
_rp9_r_e employers Qy Qp_ly t_o tlQ: commissioner tgt t_l§ authority _t_g self-insure 
ts h group, using forms available from t_h_e commissioner. This initial applica- Q Q Q accompanied hy g Qpy pt‘ the_: bylaws 95 p_lQ o_f operation adopted 
hy t_he_ group. _S_1_1Q bylaws pt p1_Q pt‘ operation ghah conform t_o t;l1_e conditions 
prescribed hy Q gh‘ Q flit commissioner §lQl1 approve Q disapprove t_h_e 
bylaws within _6_0 Q;/_s unless g guestion Q t_o_ th_e legality pf Q specific bylaw pr 
p_l_ah provision ha_1§ hgeh referred t_o thp attorney general’s office. ’_l‘_lQ commis- 
sioner §lQh may g determination _E_l§ tp th_e application within Q QfiQ 
receipt pt‘ Q; requested response from the attorney general’s oflice.

~ 

fh) Q t_h_e initial application Q; the bylaws o_r Q o_f operation Qye 
he_Q approved b ,t_h_e_ commissioner _q_r_ gt t_h_§ tipgp o_f th_e initial application, thp 
group Q submit th_e names o_f employers Q w_ill_ Q members pt‘ hp group; Q indemnity pgreement providing Q ioint Q1 several liability fpi; a_ll group 
members t'9_r ghy _@_.I_l_d_ Q workers’ compensation claims incurred hy Qy member 
o_f Q group, _a_s_ _s_e_t forth Q Minnesota Rules, pQt 2780.9920, signed hy Q 
officer 9_f_' _eh(_:h member; Q Q accounting review performed hy g certified 
public accountant. 5 certified financial g1Qit Qty Q _fiha_d_ _ih hgp pt‘ Q account- 

Subd. FINANCIAL STANDARDS. A group proposing t_o self-insure 
shall have _a_n_d maintain: 

(5) A combined he_t worth pt‘ a_l1 o_f":l1_e members o_f Q amount at tep_s_1_: egual 
tp tl_1_e_ greater pf teh times th_e retention selected with _tlr1_e workers’ compensation 
reinsurance association Q one-third p_f_‘ thp current annual modified premium gt‘ 
tlg members. ]‘_he_ requirements pt‘ thtg paragraph §ha_ll hp modified i_f the 
self-insurer Q demonstrate Q through excess insurance, other tt1Q coverage 
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provided py ’th_e workers’ compensation reinsurance association, it can pay expected 
losses. 

Q) Suflicient assfi, n_e‘c worth, $1 liquidity _t_<_)_ promptly g_n£l completely 
meet a_1l obligations 9_f i;s_ members under chapter l_76 o_r gm chapter. Q 
determining whether _a group is i_n sound financial condition, consideration Q given jp E combined E worth o_fg1_e member companies‘, th_e consolidated 
long-term gig, short-term 5% t_o eguity ratios 91‘ t_h_e member companies; gpy 
excess insurance o_tQe_r tpg reinsurance with th_e workers’ compensation reinsur- 
gpg association, purchased by LIE ggoup pp insurer licensed Q Minnesota 
pr_ fr_o;n_ Q authorized surplus Iii carrier; other financial deg requested py t_l_1_e_ 
commissioner g submitted l_)y glle group; pn_d ge combined workers’ compensa- 
t_i9_p experience o_f E group fig; 1l_1p la_st f_o1_1_1; years. 

_ 

Subd. Q PROCESSING APPLICATION. 1 commissioner Qfl grLtg 
deny th_e group’s application 39 self-insure within Q fig E g complete 
application 1% been filed, provided Q th_e E may p_e_ extended fig; pp 
additional E Qyp pan 1_5 Qysj pp1'c)_1' notice t_o fig applicant. Llie commis- 
sioner g@ approval _f;q1_" self-insurance p determination ply; tl1_e_ 

financial ability Q‘ _t_h_g self-insurer’s group _i_s sufiicient _t_g fulfill §._l_l jg El 
several obligations pf gh_e" member companies Q gy a_ris_e under chapter _17_6 
9; gig chapter; mg g@ annual, premium o_f E group members i_s a_t legs; 
$300,000; fig group E established a_t fund pursuant t_o Minnesota Rules, parts 
2780.4100 Q 2780.5000', th_e group E contracted with a licensed workers’ 
compensation service company t_o_ administer fig program; £1 th_e reguired 
securities pg surety E E Q; 1'9 th_e effective 1 o_f 
coverage fpr a_ny member. Approval shall LE effective until revoked py order o_f 
tl1_e-commissioner g u_11’t_i_l tl_1p employer members 9_f t_h_e group become insured. 

Subd. g FILING REPORTS. Lg) Incurred losses, pay grid unpaid, specify- 
i_ng indemnity gfll medical losses ‘py classification, payroll py classification, _a_n_d 
current estimated outstanding liability f_o; workers’ compensation lg reported 
t_o t_l_1_g commissioner py E self-insurer 9p p calendar @ Basis, Q g manner 
all g forms available th_e commissioner. Payroll information must pg 
filil py _Ap_rfl _l_ pf thp following ye_a_r, £1 lpg information $1 total workers’ 
compensation liability mim Q E py Eggs; 1 o_f _th_e_ following flip 

(jg) gain self-insurer gm, under oath, attest t_o fig accuracy o_f report 
submitted pursuant Q paragraph (3), Upon sufficient cause, tl1_e commissioner 

reguire th_e self-insurer t_o submit p certified audit pf payroll _an_d claim 
records conducted by Q independent auditor approved by tfi commissioner, 
based o_n generally accepted accounting principles El ggnerally accepted audit- 
i_ng' standards, Q4 supported lpy gactuarial review §p<_1 opinion o_f th_e future 
continge_11t liabilities. 1 basis fpr suflicient cause gall include t_h_e'following 
factors: where th_e losses reported appear, significantly different from similar 
’_ty@ o_f businesses; where major changes i_p thp reports _6Ll_SL Q'9_p_1. fig Q E, 
which g_rp ppt solely attributable _t_g economic factors; Q‘ where tl1_e commissioner E reason t_o believe E th_e lo_sses % payroll i_n th_e report Q n_ot accurately 
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reflect fig losses gpig payroll 9_f_‘ that employer. If gpy discrepancy i_s found, th_e 
commissioner shall reguire changes Q thg self-insurer’s Q workers’ compensa- 
tion service company record keeping practices. 

(p) E _tli_e annual t9_§§_ report dug August L each self-insurer shall report 
tp tltg commissioner fly workers’ compensation claim from th_e_ previous til‘ 
where t_h_e gig, undiscounted value i_s estimated tg exceed $50,000, i_n p manner 
_:_i_1’_l_(_l_ _()_11_ forms prescribed _by _tll_§ commissioner. 

(gt) §_ag:ti_ individual self-insurer shall within f‘o_u1‘ months after t_lpe_ §n_d pfQ 
_fm_cg1 ya, annually _fil_e with th_e commissioner fi_s latest 1 report reguired py 
the Securities pg Exchange Commission. E pp individual self-insurer g_o_e_s pg 
prepare gt Q report, it _s_l_1_a_l_l fi_le_ a_n annual certified financial statement, togeth- g y/_i_tl_1_ §t1c_h financial information gs _t_l_1g commissioner t_n_ay reguire tp 
substantiate data in the financial statement. 

(pt Each group self-insurer shall, within fig months after ttip §_I_1£1_ pf th_e fig @ t‘_o_1_' that group, annually E g statement showing thp combined _r_1e_t 

worth gt‘ i_t_s members based upon pp gccounti_ng review performed py é_1 certified 
public accountant, tpgether with such other financial information th_e commis- 
sioner _n_i_py reguire Q substantiate E i_n ’th_e group’s summaty statement. 

(1) I3 addition tp gig financial statements required py paragraphs (Q)g 
(p), interim financial statements 9_r lfl reports reguired py tli_e Securities _gti_c_i_ 

Exchange Commission fly t)_e reguired py t1i_e commissioner upon gt indication 
t_lta_t there his been deterioration tp thp self-insurer’s financial condition, includ-3 
mg g worsening pt‘ current ratio, lessening pt‘ gt worth, _n_e_t tggg pf income, thg 
downgrading o_f tl1_e company’s bond rating, g £11 other _s_ignif1cant change th_at_ 
may adversely affect t_lie_ self-insurer’s ability _t_g pay expected losses. Apy _s_e_l_ig 
insurer tl_1§_t_ tilfl Q Q. report @ tlte Securities pg Exchange Commission 
gfilfl 51$ Q Q Qpy pf tlg report @ tl1_e commissioner within Q9 d_ay_s pf gig fiig fit th_e Securities pi_1;1_ Exchange Commission. 

Subd. _l_g ANNUAL AUDIT. T_hp accounts £1 records pf tl_i_e group §§l_f; 
insurer’s fptg gl_1a_ll 

‘pg audited annually. Audits _sh_a_lt pg made py certified 
public accountants based Q generally accepted accounting principles pn_cl gener- 
glty accepted auditing standards, £1 supported by actuarial review a_ng opinion 
o_f tile future contin_ge_r1t liabilities, _i_p order t_q determine _th_e solvency pf t_l_1§ 
self-insurer’s fund. Q audits required py t_h_§ subdivision in E E yvit_h t_h_e 
commissioner 9_0 Qyp gfte_i_- _t_h_e_ fig pf t_lm_ fill @ t‘9_1; thg group self-insurer. 
_'l_“_h_e commissioner fiy reguire 3 special audit t_Q Q made at other times i_f fie 
financial stability o_f th_e £1131 Q t_l_1_g adeguacy pt‘ its monetapy reserves i_s tp 
guestion. 

Subd. _l_l_. JOINT AND SEVERAL LIABILITY. _A_l_t members o_f g private 
self-insurer group shall pg jointly _ap_d severally liable Q _tli_e obligations incurred 
l_3y 9111 member o_f _t_l§ same group under chapter 176. 

Subd. _l_2. COMMISSIONER REVIEW. 1 commissioner shall annually 
review tfi documents and reports filed py tttg private self-insurer. 
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Sec. 4. [79B.04] PRIVATE SELF—INSURING EMPLOYER; ANNUAL 
RENEWAL OR DEPOSIT OF NEW SECURITY FOR PAYMENT OF COM- 
PENSATION.~

~ 

~~ Subdivision 1. ANNUAL SECURING OF LIABILITY. Each year eve1_'y 
private self-insuring employer E secure incurred liabilities £9; tfi payment o_f 
compensation E t_l§ performance pf t_hye obligations o_f employers imposed 
under chapter l_76 py renewin_g _t_h_e prior year’s security deposit g py making _a E deposit 9_f security. _I_f a_ _n_e_:y deposit i_s made, i_t must pp posted within _6_Q 
ggys o_f tlg fil_i_r_1g 9_f th_e self-insured emp1oyer’s annual report E t_lpc_ commis- 
sioner, _b_pt i_n Q event 14:; phap E; L

~ 

~~ 

~~ 

~~ Subd. ;._ MINIMUM DEPOSIT. Llie minimum deposit _i_§ _11_0_ percent o_f E private self-insurer’s estimated future liability. Q tp gbp percent pf _t_l;a_t 
deposit gpy pp $11 t_o secure payment o_f gll administrative @ gggl 
relating pg p1_' arising from pig emn1oyer’s self-insuring. Q used i_n gg section, 
“private self-insurers’ estimated future liability” means _t_l'g private self-insurers’ 
t_ota_l o_f estimated future liability a_s determined by a member o_f ’ch_e casualty 
actuarial society evegy tyfl fig Q non-group member private self-insurers, gfi eve1_'y ygg jg group member private self-insurers. Estimated future liabili- 
gy i_s determined _l3y _fi_rs_t taking tfi pg; amount o_f E self-insured’s future 
liability o_f workers’ compensation claims E E deducting jtfi tojtal amount 
which 5 estimated t_o Q returned 19 gig self-insurer Q specific excess 
insurance coverage, aggregate excess insurance coverage, gpd fly supplementagy 
benefits 9; second injury benefits which gp estimated tp pp reimbursed py ;h_e 
special compensation fund. Supplementa_ry benefits g second injury benefits _wi_l_l 
n_o’t Q reimbursed py _tl1_e_: special compensation unless th_e special compen- 
sation fund assessment pursuant t_o section 176.129 i_s @ p_n_d _t_h_g reports 
reguired thereunder E 11131 E Q9 special compensation EL I_n E we o_f 
surety bonds, bonds &1_l_l secure administrative app legal costs i_n addition t_o thp 
liability Q payment pf compensation reflected _o_11 thg _f;a_g§ o_f th_e bond. I_n pg 
event s_l@ E security pp _l_e§_§ E E @ retention li_mi_t selected by fie 
self-insurer fltp th_e workers’ compensation reinsurance association. E mg: 
mg pg depositing o_f security pursuant 39 gig section £11 release a_ll previously 
posted g deposited security Qy obligations under flip posting 95 deposit- 
i_ng and gpy surety pgrg §Q released Q returned pg fig surety’. E 
security an pg returned Q th_e depositor pg _t_l;g person posting tl1_e bond.

~ 

~~

~

~ 

~~

~ 

~~

~

~

~

~

~

~

~

~

~ 

~~

~ 

~~

~ 

Subd. }_. TYPE OF ACCEPTABLE SECURITY. IE commissioner my 
_<_)__n__ly accept § security, gpq fie employer _s_hL1Q deposit a_s security, gz_1§_h_, approved 
government securities, surety bonds, Q irrevocable letters o_f credit Q _a_py gig 
bination. Interest o_r dividend income Q income generated by th_e security 
s_l1a_l1 Q gm tp ’th_e member pg gt E member’s direction, applied 3; g1_e_ 
member’s security requirement. [hp current deposit §_ha_1l1 include within _it§ 
coverage gll amounts covered py terminated surety bonds. ,3 ppg Q E 
chapter, Q irrevocable letter o_f credit shall pp accepted 9_r_1ly if it i_s clean, 
irrevocable, a_n(_l contains Q evergreen clause. 

~~

~ 

~~ 

~~~

~

~ 
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Q) “Clean” means 3 letter Q‘ credit that i_s n_ot conditioned _o_n_ _t_l_ip de1ive1_-y 
Q‘ gpy other documents Q materials. 

Lb) “Irrevocable” means p letter Q’ credit that cannot be modified Q revoked 
without gig consent o_f tbe beneficiary, once gig beneficiary i_s established. 

(Q) “Everggeen clause” means E which specifically states E expiration _o_f 
a Q‘ credit w_ill Q)_t_ balgg pli without Q 60-day notice by tbe insurer _a_n_d 
Qgg which allows tl1_e_ issuer _t_p conduct Q annual review'Q' fig account party’s 
financial condition. If notice o_f expiration is n_ot given by E issuer, gig 
l_¢at_tc-.3‘ Q‘ credit is automatically extended Q); byE 

A irrevocable 1_e;t_Q o_f credit E be accepted o_nly i_f b i_s i_n th_e fl 
prescribed by statute and Q issued by g financial institution th_at i_s authorized gp 
engage _ip banking i_n any o_f Qt; Q states Q under 1_h_e lg; 9_f tbg United States 
app whose business i_s substantfiy confined _tp banking a_nc_l supervised by t_h_e_ 
§j_a_t<_: commissioner Q‘ commerce Q banking Q similar oflicial, £1 which bag 2_1 
long-term @ rating by Q recogized national rating agency o_f investment grade Q better. If _r_1p long-terrn dL‘nt_ rating E available, big financial institution gist fig fry eguivalent investment ggade financial characteristics. 

Subd. 4. DEPOSIT OF SECURITY. Surety bonds, irrevocable letters 9_f 
credit, El documents showing issuance Q‘_a1_1y irrevocable letter o_f credit shall 
‘Q deposited with, and, except where specified by statute, i_n Q form approved by 
_t_h_e_ commissioner. 

Subd. ; DEPOSIT WITH STATE TREASURER. Securities sbpll Q depos- 
itid Q behalf Q‘ th_e commissioner by t_l_1_§ self-insured employer w_it1_1_ bile 
treasurer Q a_ financial institution approved by th_e commissioner. Securities 
Qall b_e accepted by _tbe_ treasurer Q deposit Q1 Q1 b_e withdrawn Qily 
upon written order o_f1h_e commissioner. ‘ 

Subd. 9 CASH DEPOSITS. Cash shall Q deposited ip _a_t financial institu- 
tion approved by tbg commissioner, @ i_n Q account assigped tp th_e state 
treasurer. Cash shall bb withdrawn only upon written order Q‘ tbe commission- 
er. 

Subd. L PERFECTION OF SECURITY. Upon th_e commissioner sending 
_a reguest tb renew, reguest t_o po_mA Q reguest t_o increase g security deposit, a 
perfected security interest is created _ip th_e private self-insured’s assets i_n favor 
9_f tbp commissioner t_o th_e extent o_f fly 1131; unsecured portion _o_f _t_h_e scifg 
ir§ured’s incurred liabilities. [lit perfected security interest i_s transferred g)_ 
any 3% Q securities thereafter posted by big private self-insured wjb th_e stag 
treasurer §_r_1_gl_ i_s released o_nly upon either Q‘ th_e following: 

(1) _th_e acceptance by _t_b_e commissioner Q‘ Q surety bond Q irrevocable 
letter pf credit _f_‘Q jg fill amount _<_)_f_‘tl1_e incurred liabilities fQ gig payment Q‘ 
compensation; Q 
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Q) _t_h_e_ return Q‘ cash Q securities py th_e commissioner. 
[lg private self-insured emnloyer loses a_ll_ right, title, Qig interest Q _a__rpd_ 

Qiy pigl_1_t tp control a_ll assets Q obligations posted Q l_e_ft Q1 deposit gs security. 
I_n th_e event o_f p declaration pf bankruptcy Q insolvency g g:pp_r1 Q‘ compe- 
tprp jurisdiction, Q _i_p t_l_1p event 9_f E issuance o_f p certificate o_f default py 1Q 
commissioner, Q commissioner liguidate _t_l§ deposit § provided i_n pig 
chapter, app transfer it _tp tli_e self-insurer’s security Qpd Q application _t_q 11;; 
self-insured employer's incurred liability. 

Subd. 8. RETURN OF EXCESS AMOUNTS OF SECURITY TO PRI- 
VATE SELF-INSURED EMPLOYER. [lye commissioner Qa_ll return 53 pp 
annual Qgjg t9 _a private self-insured employer a_ll amounts o_f security deter- 
mined py th_e commissioner t_o pp i_n excess pf Q; statutory reguirements t_o 

self-insure, including th_at necessagy £3; administrative pc_)pt_§ E 1_egQ E, ppg 
1:h_e payment Q‘ fly future workers’ compensation claims. 

Subd. 9. INSOLVENCY, BANKRUPTCY, OR DEFAULT; UTILIZA- 
TION OF SECURITY DEPOSIT. LIE commissioner Q‘ lg); 3&1 industgy 
_s_l_1_aQ notify pl_i_p commissioner _a_n_d_ pig security _f11_r_1g fl Qt; commissioner Q‘ 
pnd industgy pps knowledge 3% fly private self-insurer E failed ftp ppy work- lf compensation benefits Q required py chapter LE If thp commissioner 
determines ’ch_at p court pf competent jpr_i§diction Qtp declared _t_l_1_e privatefl 
insurer Q pg bankrupt Q insolvent, Qig gig private self-insurer _l1§§ failed _tp pgy 
workers’ compensation § reguired py chapter 1_76 Q, fl‘ th_e commissioner issues 
3 certificate o_f default against g private self-insurer Q‘ failure t_o fly workers’ 
compensation Q reguired py chapter fi, E th_e security deposit in IQ 
utilized Q administer a_r_1g ppy E private self-insurers’ workers’ compensation 
9l>_li4*:_2.Itio_r1s_- 

Subd. _l9_. NOTICE; OBLIGATION OF FUND. _I_r_i_ tl'1_e event _o_f bankrupt- 
py, insolvency, Q certificate o_f default, th_e commissioner E immediately 
notify py certified E _th_e treasurer, Qt; surety, t_h_e_ issuer 9_f_ar_1 irrevocable 

Q‘ credit, E apy custodian o_f pipe security reguired i_n @ chapter. Q 
th_e fig o_f notification, E commissioner in g all E security E trans- Q _2_1_rp;l_ assign i_t tp _t_l_1p self-insurers’ security Qn_d_._ Ilyg commissioner pg Qsp 
immediately notify l_)y certified Qzpl 1135; self-insurers’ security fund, gfi order 
_t_h_§ security fund t_o assume t_lue_ insolvent self-insurers’ oblinations fQ which Q Q 
liable under chapter Alp, '_I‘_l;§ security fund Q_a_ll commence payment o_f fig 
9bliszILi2u§xvit.11iuI£§2x§-o_frec_eip19!IL1i§22tLca_fi2nMMm Bram 
_s_l_1a_l_l pp made _tp claimants whose entitlement t_o benefits E Q ascertained py 
t_li<=._ security fund, @ Q without proceedings before tli_e department o_f 
gpg industr_'y, th_e Q‘ administrative hearings, gig workers’ compensation 

o_f appeals, Q th_e Minnesota supreme court. Upon t_l_1p assumption o_f 
obligations py ;l_1p security _f;u_r_1_d pursuant pp t_hp commissioner’s notification fld Lw.w§mm&@wmfi&m.mn_im2mw=@§m&wig 
deposited security grid thp custodian, surety, Q issuer Q‘ Qty irrevocable Q‘ 
&iitmrfl1_e29_rr1_rrfissA>22rrifi_nngs_s2%9Ii_t;fl11Jmmfl1_em1.r£r. 

New language is indicated by underline, deletions by etrikeeut.



proceeds 9_i_‘g1;e_ surety bond, ar_ letter pf credit _t_g tlfl security fang togetherfl 
fl1__6_ interest mat l_1a_s accrued since tha _c1e1t_e _(_>_i_‘ t_l_1_a self-insured employer’s insol- 
vency. lip; self-insurers’ security fund may administer payment g i_t 
may retain a third-party administrator 39 gig gg .
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Subd. _1L PRIORITY. Notwithstanding anything i_r_1 Q chapter ta tl1_e_ 

contragy, fly cash, securities, irrevocable letter o_f credit, specific excess _q_1; aggre- 
ga_t_g excess insurance proceeds, o_r a_ny.other security deposited gr posted Q 
accordance yvjgla _t_l_1_i§ section flail Q as_e_c_l flat, when fl _t_g fly workers’ 
compensation claims. After tg security l_1_z§ _lg9_e_p exhausted, tm payment _c_>_f_' 

workers’ compensation claims from self-iflnsurers’ security fund members’ assess- 
ments fly _b_e_ made.'Where t_ha self-insurers’ security fund member assessment 
account i_s u_se_d t_o_ pay workers’ compensation claims fl fl emergency g fl 
interim basis, pending receipt l_)y jam self-insurers’ security Qn_d 9_f_‘ security 
which i_s d_ue_ Q1; r_1_o_t E; received, then flag member assessment account shallQ 
reimbursed Q payment from aha security when a i_s received, fl tlfl priorities 
stated above _shal_l_ thereafter apply. 

Subd. 1;, DUTY T0 INFORM. [lag commissioner flfl ‘fl providedfl 
fly relevant information _by 1;l_1_e employer, a_n_y excess insurer, fly _tl1_ifl1 party 
administrator, g fly issuer o_f fly irrevocable letter pf credit, issuer o_f fly 
surety bond, g custodian o_f fly security necessary E _t_l_1_e commissioner ta 
cargy gut t_l_1_e_ commissioner’s obligations under @ chapter. _'[_h_e_ commissioner 
§l_1_afl provide th_is_. informatiop t_o tfle self-insurers’ security ffld i_f necessagyQ 
tfl security gag ta aa_rgy pg it_s-obligations under t_hi§ chapter. 

Subd. _1__3_. DISCHARGE AND RELEASE. _"_I‘_l_1_e_. payment o_f benefits lay t_l_1_g 
self-insurers’ security fflpa _f_‘m_r_n_ security deposit proceedsfl release fliE 
charge a_ny custodian o_f tag security deposit, surety, fl_y issuer o_f a letter o_f 
credit, arfli fl self-insured employer ffl liability 19 fulfill obligations 39 mg; 
yi_d_g those aafl benefits ag compensation, lfl does n_()jC_ release fly person _o_1_‘ 

entity fflcfl fly liability t_o tag security fl fig; _fy_ll reimbursement. fly 
decision _q_r_ determination made 9_1; a_n_y settlement approved py fl commission- 
pg 95 py fl administrative 1_afl judge under subdivision Q §_h_afl conclusively lfl 
presumed _v_afl fld binding a§ t_o all known claims arising flit gf gig underlying 
dispute, unless fl appeal i_s made pursuant Q chapter 1_4. fig security gfl Q 
exchangad more often tl_1_fl once every fl days. 

Subd. 1_4, NOTICE TO SECURITY FUND. T_h§ commissioner ahflll advise 
gig; self-insurers’ security fund promptly after th_e receipt o_f infonnstifl indicat- 
i_ng tl1_a1_t a private self-insurer fly pg unable t_o meet it_s compensation obliga- 
tions. Ilia commissioner $111 advise th_e_ self-insurers’ security fund 9_f a_ll 
determinations fl_d directives a_r_1_(_i_ orders made _C£‘_ issued pursuant t_o_ ;1_1i_sE 
tion. 

Subd. l5_._ DISPUTE RESOLUTION; APPEALS. Disputes concerning tlfl 
posting, renewal, termination, exoneration, g return o_f a_ll g any portion gj t_h_§_ 
security deposit, 9_r apy liability arising 9_a’g _o_f t_h_a posting o_r failure 39 

, pg security, 9; adeguacy pf 313 security g reasonableness o_f administrative 
costs, including ggal fees, flg arising between 9_1; among a surety, fie issuer o_f 
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Q agreement o_f assumption E guarantee o_f workers’_ compensation liabilities, 
t_h_e_ issuer o_f Q Ii‘ o_f credit, a_ny custodian 9_i_' th_e_ security deposit, Q private 
self-insurer, 95 _tl1_e self-insurers’ security flfli 125; resolved l_)y tfi ‘commis- 
sioner. Q appeal from th_e_ commissioner’s written decision, determination, 9; 
order flay Q instituted pursuant _tp t_h_§ contested @ procedures o_f chapter 1_-L 
Payment pf claims from me security deposit g py th_e self-insurers’ securityM 
QhQl_l Q91 pg stayed pending th_e- resolution o_f £12 disputes unless Qr_1_d 1&1 tl1_e 
administrative lQ\y iudge issues Q determination staying Q payment o_f claims 
decision Q determination 91' _t_l_1_g commissioner o_r Q; self-insurers’ security 
fund. ' 

Subd. Q CERTIFICATE TO SELF-INSURE; REVOCATION. E, follow- 
Qg Q private self-insurer’s bankruptcy, insolvency, _c_>_r certificQt_c_a pf default, fie 
commissioner ills it_s security Qt; proceeds i1_1_ accordance wit_h Lis section, 3113 
commissioner in revoke tl1_e certificate _t_Q self-insure pf Q15; private self-insurer 
Q§ Qcfl Qs practicable _b_Q’g Q l_:«.1tg' thii Q Q3 Q_f_te___r _i_t_s security h_as_ lg called. 

Sec. 5. [79B.05] REVOCATION OF CERTIFICATE TO SELF-INSURE. 
A certificate tp self-insure flay Q revoked py jg commissioner Qt fly ‘c‘£r1_e Q g@ cause. After revocation, _t_hg self-insurer flay request Q hearing. Good 

cause includes, among pt_l_1g things, failure Q maintain Q security depogt Qs 
reguired py t_l_1§_ chapter, failure t_q gy assessments 9_f LIE self-insurers’ security 
fund, 9; ghp failure gg inability o_f Q employer t_o fulfill obligations under 
chapter 116 pg figs chapter. Good cause E includes failure t_o provide proof 
o_f renewal 9:113 security l_5_ @y_s before it_s expiration. 

A self-insured emnloyer must comply with section 176.181 Qn_d Qll applica- Q rules t_o operate. during 115 pendency pf igs appeal 91' Q decision underE 
section. 

See. 6. [79B.06] THIRD-PARTY ADMINISTRATOR. 
Subdivision 1. CERTIFICATE TO SELF-INSURE. No person, firm, o_r 

cogporation, other_than Q insurer admitted t_o transact workers’ compensation 
insurance Q this state, shall contract t_o administer claims o_f self-insured employ- 
_e_r§ §_§ Q third-party administrator unless gualified _t_q Q Q pursuant 't_o sec- 1 60A.23, subdivision Q 
administer claims o_f Q self-insured employer L11 maintain Q oflice Q Q gag 
o_f Minnesota Qn_d _s_l1aj Q subiect t_o regulation under E chapter gig chapters Q £1 E E respect Q2 th_e adjustment, administration, Qppl management 
o_f workers’ compensation claims Q‘ fly self-insured employer. 

Subd. _3_. ANNUAL ESTIMATE OF LIABILITY. A third-party administra- 
tpg retained py Q self-insured employer t_o administer th_e emnloyer’s workers’ 
compensation claims Qhzlll estimate Lh_e_ pgtgl accrued liability _Q_f_' fig employer fp; 
tl1_e payment o_f compensation Q th_e employer’s annual report 19 glyg commis- 

Subd. 2. LOCAL OFFICE. A third-party administrator who contracts tp 
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sioner and shall make ’_tl_1g estimate both i_r_1_ good faith and with tlip _o_f a 
reasonable deggee o_f care. The u_sg pf g third-party administrator does _l_‘l__Q§ 

discharge 9; alter Q5; emp1oyer’s responsibilities with respect t_o Qg report. 
Subd. FAILURE TO SUBMIT REPORTS OR INFORMATION; PEN- 

ALTY. Failure _t_p submit reports t_o Qt; commissioner 1S_ required l_3y t_h_i_s_ chapter 
lgy result i_p tl1_e assessment o_f _a penalty which shall _r_1_o_t exceed $3,000 Q‘ each 
month g fraction thereof _t_l1e_ report § pps_t E Failure t_o submit reports 
reguired py statute within _6Q guys M _tl1_<_3 513 @ without written consent pf 
the commissioner shall result in the revocation of the certificate to self-insure. 
Penalties shall pg deposited i_n gi_e_ self-insurers security fund. 

Subd. 5. PRIVATE EMPLOYERS WHO HAVE CEASED TO BE SELF- 
INSURED. Private employers fig mic ceased t_o l_)g private self-insurers shall 
discharge mg continuing obligations _t_q secure th_e payment o_f compensation 
which is accrued during ;_h_e_ period pl‘ self-insurance, E purposes o_f sections 1 
tp _2_l py compliance v_v_i_t_l_1 all pl‘ 115 following obligations o_f current certificate 
holders: 

(_l_) Filing reports with t_l_1p commissioner t_o capry pg _tp§ reguirements _<_)_i_' 

this chapter; 

(_2_) Depositing gig maintaining Q security deposit Q accrued liabilityQ 
113 payment gfi gpy compensation which _m_a_1y become %, pursuant t_o_ chapter 
1_7g However, fl‘ Q private employer ygip hag ceased _tp pp p private self-insurer 
purchases Q insurance policy flip pp insurer authorized t_o transact workers’ 
compensation insurance i_n @ which provides coverage pf all claimsQ 
compensation arising o_ut o_f iniuries occurring during 1l1_e period tl1_e_ employer 
_\y§ self-insured, whether g n_ot reported during th_at period, th_e policy yv_i_ll 

discharge tfi obligation gf flip employer _tp maintain _a_ security deposit 3); th_e 
payment 9_ffl1_e claims covered under _tl1_e polig. @ policy gppy pg; 3 issued 
_by Q insurer unless i_t_ _ll§s_ previously been approved Q t_o form @ substance 
l_)y tl1_e commissioner _a_n_g 

Q) Paying within _3_0 §_a_1y_s a_ll assessments pf which notice i_s Q l_3y flip 
security fund, 3); _a period o_f seven years fl th_e last _c_1_gy _i1§ certificate o_f 
self-insurance yvfi i_n_ efi'ect. Thereafter, flip private employer w_11o E ceased 19 
pg _a_ private self-insurer fly either: (p) continue 39 pay within _Z§9_ _d_ay§ a_ll 

assessments pf which notice i_s &t py 1h_e security fi1_rl(_i p1_1t_il i_t E pg incurred 
liabilities _f_gi_' E payment 91‘ compensation arising pp; pl‘ injuries during ]C_1_l_t_> 

period pf self-insurance‘ _o_r Lg) my t_l;e_ security fllfl 3 @ payment egual tp @ percent 91‘ _t_ll§ pet present value o_f all remaining incurred liabilities Q t_hp 
payment o_f compensation under sections 176.10] E 176.111 Q certified py g 
member pf _tlxp casualty actuarial society. Assessments Q based Q gig 
benefits paid py _t_h_§ employer durin_g _tl1p lags; fi1_ll_ calendar 3‘ o_f self-insurance Q claims incurred during Q yg1_r._ 

_I_p addition 19 proceedings pg establish liabilities gig penalties otherwise 
provided, g failure t_o comply may pg t_h_e subject 9;‘ p proceeding before th_e 
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commissioner. Q appeal from _tl1_;e_ commissioner’s determination may Q taken 
pursuant Lg l:h_e contested case procedures 91' chapter _1g, within _I‘1Q days o_f 
tl1_e commissioner’s written determination. 

fly current g gt member pf _tl_1p self-insurers’ security fppg ig subject t_o 
service o_f process _9_I_1_ Qt_1_y claim arising pip o_f chapter _1_'@ g t_lp§ chapter Q Ll}; 
manner provided py section 303.13, subdivision 1, clause Q), g Q otherwise 
provided py la_w, 1 issuance pf Q certificate Q se1f—insure t_o t_h_e_ private 
self-insured employer deemed _tp Q gt; agreement Qa_t Qpy process 
which i_s served Q accordance @ gs section El pp o_f 313 amp Qe_gQl i‘c>_rc_e 
Qng elfect _a_s_ i_f served personally within gis state. 

Sec. 7. [79B.07] PREFERRED SUBROGATION RIGHTS OF SELF-IN- 
SURERS’ SECURITY FUND OR SURETY. 

The self-insurers’ security fund py making payment 9_f compensation under % chapter yup tpp same preference over ’th_e other debts o_f _t_hp principal g th_e 
principal’s estate Q i_s given lpy l_a_\y t_o t;h_e person directly entitled Q th_e compen- 
sation. 

Sec. 8. [79B.08] LEGISLATIVE INTENT. 
_I_1_: i_s _t_l'_1p intent o_f Qt; legislature ip enacting sections § tp I_()_ Q provide fly 

pig continuation pf workers’ compensation benefits delayed E t_o th_e failure pf 
Q private self-insured emnloyer _t_o_ meet it_s compensation obligations, whenever 
mg commissioner o_f commerce issues Q certificate o_f default Q _t_h_g_r_§ i_s Q decla- 
ration pf bankruptcy 9; insolvency l_)y Q court pf competent ju_fi§diction. With 
respect t_o E continued liability o_f Q surety Q‘ claims QQ_t_ arise under Q bond 
after termination pf that bond Qpg 19- Q surety’s liability Q E cost o_f adminis- 
tration o_f claims, j_t jg _t_h_e intent _o_f t_hp legislature t_o provide Qa_t flit liability 
ceases ppgp lawful termination pf th_at bond. flip applies t_o Q11 surety bonds 
which Q3 purchased py tfi self-insured employer _a_t;t_§_1_' t:h_e elfective ggtp 9_f E section. Ipg legislature £1 declares flit th_e establishment o_f th_e 
self-insurers’ security fund g Q necessary component o_f Q complete system 9_i_' 

workers’ compensation, required py chapter _1_7_6_, t9 1% adeguate provisions 
£9; th_e comfort, health, safety, £1 general welfare o_f E Qn_cl Ql_l_ workers £1 
’tl1_ei_1_‘ dependents t_o thp extent o_f relieving ’_th_e conseguences o_f a_ny industrial 
injugy gp death, Q @ provision f'c>_r' securing tpp payment o_f compensation. 

Sec. 9. [79B.09] SECURITY FUND. 
Subdivision 1, CREATION. 1 self-insurers’ security fund _i§ established § Q nonprofit co1_°poration pursuant t_o th_e Minnesota nonprofit co1_'poration Q93, 

sections 317.01 Q 317.69. I_f E provision 9f t_h_p Minnesota nonprofit co§pora- @ a_ct conflicts @ Qpy provision o_f Lis chapter, thp provisions o_f@ 
chapter apply. Eajch private self-insurer yylg i_s self-insured Q _t_l1§ elfective1 
91' t_hi_s a_ct, Q‘ \_>v_h_g becomes self-insured thereafter, gig; participate _&_1_S_ Q member Q tl1_e security fund. mm participation shall E Q condition 9_f maintaining it_s 
certificate t_o self-insure. 
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Subd. A BOARD OF TRUSTEES. I_l_1_e security Q Q Q governed py 
_a nine-memlfl board Q‘ trustees. _FQy§ o_f LQ trustees Q Q representatives Q‘ 
private flf; nsurers wQhc> Q1 Q elected py 1Q members Q‘ _tl1__e_ security fund, 
other Q group self-insurers, each member having Qlp vote. _O_Q Q‘ ;Q 
trustees _sl_l_all Q g representative Q‘ 13 private group self-insurers w_hp sliyaflQ 
elected py gap members Q‘ y_h_e_ secur 1y Q _w_hp ar_e group self-insurers,Q 
group having 9_Q vote. Three o_f th_e trustees, including tl1_e group Q_l_f_‘-_ 

insurer trustee, initially elected py tli_e members gall serve two-year terms, Qig 
three _sl_1_all serve four-year terms. _'I_‘_iereafter, trustees glyall Q elected lg f_oQ Q terms, Q15; Q11] serve until the r successors Q elected aQl assume ofiice 
pursuant t_o th_e bylaws o_f the security fund. Three additional trustees _s_l_1a_1_l Q 
appointed py tQ commissioner. Two o_f these trustees shall serve four-year 
terms. Qnp Q‘ these trustees shall serve Q two-year term. Thereafter, tQ trustees 
§l1a_l1 Q appointed t_o four-year terms, Qig §lQll_ serve l1Qil Q successorsQ 
appointed Q assume oflice pursuant t_o Q bylaws Q‘ 3Q security fund. lp 
addition _t_9_ _@ QQ trustees elected l_)y Qe members Q appointed l_Jy th_e com- 
missioner, _t_l1e_ commissioner Q‘ labor and industry Q t_li_e_ commissioner’s desig- 
_n_e_e_ §l_1_a_ll Q _ap e_x oflicio, nonvoting member Q‘ Q; board o_f trustees. A 
member Q‘ t_Q board o_f trustees _r_n__ay designate another person t_o_ pc_t i_n 
t:h_e member’s place Q though t_Q member yv_§Q acting Q1 t;h_e designee’s actions 
shall be deemed those of the member. 

Subd. Q BYLAWS. TQhe security fund shall establish bylaws _a_ng _a Q o_f 
operation, subject _t_o_ th_e prior approval 9_f t_Q commissioner, necessagy t_o_ th_e 
pumoses _9_fll1_l§ chapter _a__r_1_c_l_ 19 early 9_u_t tl1_e responsibilities _o_fQ§ security fund. IQ security _f_'Qi_<_1 Qty carljy QQ _i_t_§ responsibilities directly Q py contract,Q 
_n_a_§y purchase services Q1 _ip_s_urance an_d borrow funds gs it deems necessagy fp; 
gh_e protection Q" l;Q members Qcl their employees. 

Subd. g CONFIDENTIAL INFORMATION. 1 security QIQ Qa.y receive 
private QIQ concerning the financial condition o_f private self-insurers whose 
liabilities t_o Qty compensation have become lt_§ responsibility 2_1_r_1_<l Q11 adopt 
bylaws t_o prevent dissemination o_f Q information. 

Subd. Q EMPLOYEES. Security fund employees Q Qt state employees 
Q14 gig Qt subiect Q gpy state civil service regulations. 

Sec. 10. [79B.10] ASSUMPTION OF WORKERS’ COMPENSATION 
OBLIGATIONS OF INSOLVENT SELF-INSURER. 

Subdivision L ORDER OF COMMISSIONER. Upon order o_f'tl1_e com- 
missioner pursuant _t_g section fl, subdivision Q, _t_Q security fund shall assume 
LQ workers’ compensation obligations o_f Q insolvent private self-insurer. 

Subd. _2_._ ACT OR OMISSIONS; PENALTIES. Notwithstanding subdivi- fiQ _1, t_h_e_ security fQy<_l_ §lia_ll _rQt Q liable Q t_l_1g payment Q‘ fly penalties 
assessed _f_'Q Qy a_ct Q omission Q t_Q p:1r_t _o_f fly person other Qap fllg 
security fipg Q i_t§ appointed administrator, including, b_ut pg; limited lp, Q1_e 
penalties provided Q chapter l_7__6_ unless gap security Q Q Q appointed 
administrator would Q subject Q penalties under chapter _l_7_§ as t_Q result Q‘ E actions Q‘ lQ security fppcl Q ils administrator. 
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Subd. }_, PARTY IN INTEREST. 1 security fpg §pa_ll Q _a party i_n 
interest Q a_ll proceedings involving compensation claims against Q insolvent 
self-insurer whose compensation obligations Q35 been pgpg Q‘ assumed l_)y th_e 
security fund. lhg security fund shall have tip; same rights @ defenses Q ph_e 
insolvent private self-insurer, including, E pg limited t_q, Q o_i‘tl1_e following: 

(2) 1:9 receive notice o_f, investigate, adjust, compromise, settle, and fly a1 
Q) pg investigate, handle, gig deny claims. 
Subd. 3 PAYMENTS TO SECURITY FUND. Notwithstanding anflhing Q t_h_i§ chapter pg chapter l_7_§ t_o t_hp contraI_'y, i_n ’th_e event E Q; self-insurers’ 

security f1_1_r_1d assumes jg obligations o_f gy bankrupt Q‘ insolvent private _s_ei 
insurer pursuant Q gs section, flap ’ch_e proceeds o_f fly surety bond, workers’ 
compensation reinsurance association, specific excess insurance o_r ag gegate excess 
insurance policy, 11 E special compensation M payment 95 second injugy 
fund Q supplementary benefit reimbursements shall 3 @ t_o fll_6__ self-insurers’ 
security fi1_n(_l instead o_f th_e b_ankrupt 93 insolvent private self-insurer pg pp 
successor i_n interest. & special compensation fund reimbursements shall ‘pp 
made t_o ply security fprpd unless ’th_e special compensation _il1p_d assessments 
pursuant t_o section 176.129 g_rp Q £1 Q reports reguired thereunderQ 
made Q th_e special compensation fund. 

Sec. 11. [79B.l1] REIMBURSEMENT FOR OBLIGATIONS PAID AND 
ASSUMED. 

Subdivision _l_, INSOLVENT INSURER. ;l‘_h_e security hay; tl1_e 
pigg £1 obligation t_o obtain reimbursement from Q insolvent private if- 
insurer pp t_o tl1_e amount o_f tl1_e ‘private self-insurer’s workers’ compensation 
obligations ppigl gr;c_l_ assumed l_)_y tfi security fund, including reasonable admin- 
istrative gig l_ega_l costs. I_l_1_i§ pigl1_t_ includes, b_ut jg Qt limited t_o_, g ggpt t_o 
claim E wages £1 other necessities o_f lfi advanced t_o claimants ap subrogee 
o_f‘tl1_e claimants jp ppy action 19 collect against Q private self-insurer a_s debtor. 

Subd. A SECURITY DEPOSITS. The security fund shall have fie right $1 obligation t_o obtain from th_e security deposit o_f E insolvent private self- 
insurer _’th_e amount o_f LIE private self-insurer’s compensation obligations, includ- 
_iyg reasonable administrative Q1 legal costs, paid 9_r assumed py ’th_e securi- 

‘ 

ty fund. Reimbursement _o_f administrative costs, including legal costs, shall E 
subiect t_o approval py _a majority o_f Qg security fund’s voting trustees. The 
security fund shall pp p party i_n interest ir_1 fly action Q obtain t_lpe_ security 
deposit Q th_e payment o_f compensation obligations o_f Q insolvent self-insurer. 

Subd. 1 LEGAL ACTIONS. 1 security fund ill have th_e right Q bring 
pp action against gr_1y person g entity t_o recover compensation 1 apd liability 
assumed py tgq security fund, including, E E limited t_o, fly excess insurance 
carrier o_f th_e insolvent private self-insurer, £1 Qy person g entity whose 
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negligence <_)_1_' breach pf ggy obligation contributed 19 §_n_y underestimation gf gig 
private self-insurer’s total accrued liability g_s_ reported 39 gig commissioner. 

Subd. 5 PARTY IN INTEREST. ilk security fgpg _n_igy Q g }@y E 
interest _i_p fly action brought py gpy other person seeking damagg resulting 

§h_e failure o_f gr insolvent private self-insurer tg pgy workers’ compensa- 
_t_igg reguired pursuant t_o @ subdivision. 

Sec. 12. [79B.l2] MAINTENANCE OF ASSETS OR LINE OF CREDIT 
TO CONTINUE PAYMENT OF COMPENSATION OBLIGATIONS. 

Subdivision _l_. ASSETS MAINTAINED. 1 security f_up_g gall maintain 
gag, readily marketable securities, Q other assets, g g Iii pf credit, approved 
_by gig commissioner, suflicient IQ immediately continue tli_e payment o_f gig 
compensation obligations 91‘ gm insolvent private self-insurer pending receipt _<_)_f 

gig security deposit, surety bond proceeds, irrevocable letter gf credit, gr, _i_t_' 

necessai_'y, assessment o_f tli_e members. _'l_‘_h_e_ commissioner gigy establish th_e 
minimum amount jtg lg maintained _l_>y, g immediately available 19, mg security 
f1_i_n_d Q tgi_s_ pugpose. 

Subd. _2_, ASSESSMENT. 1 security fgfl _r_n_gy assess o_f it_s mem- 1% g pr_o_ _rg_t_a_i gag 9_f gig funding necessagy t_o cagry ggt _i_1_:_s_ obligation g_r_ig tlgg 
pugposes 91% chapter. Total annual gssessments ip ggy calendar E ghgll go; 
exceed Q percent pf _t_l1g workers’ compensation benefits paid under sections 
176.101 £1 176.111 during gg previous calendar year. lhg annual assessment 
calculation shall po_t include supplementary benefits paid which yfl Q reim- 
bursed lgy gig special compensation fund. Funds obtained py assessmentsE 
suant _t_g th_k subdivision gigy gply b_e_ ygg Q jtfi pugposes o_f gig chapter. 1 
trustees §_ligll certify 19 gig commissioner tli_e collection gr_ig receipt 

gg‘ 
a_1l money 

gpm assessments, noting fly delinguencies. fig trustees _spa_1_ll gag fly action 
deemed appropriate 19 collect gny delinnuent assessments. 

Sec. 13. [79B.13] AUDIT; ANNUAL REPORT. 
The trustees shall annually contract @ gg independent certified audit o_f"cl1_e 

financial activities 91‘ gig fund. Ag; annual report Q th_e financial status pf t_h_g 
fund a_s o_f June 3_0_ shall 13 submitted gi_ glgg commissioner £1 Q each member. 

_1‘_l;g security gg established pg fly 1,. 1988, Q fl Qyg gft_e_r tgg 
effective gag o_f E Qt, whichever occurs later. Ag applications Q private 
self-insurers which ggg made g§t_e_r fig effective 1 o_f tli ggt, prior jt_c_i_ mg 
establishment 9_i_' mg security fund, gl;a_ll_ comply with a_l1 requirements o_fE 
c_liz:ipter. Applications 311; private self-insurers which grg made Janua _1_, 

1988, lgt prior t_o t_lie_ effective pf tfi gc_:_t_ shall, prior gg th_e establishment 
9_f_‘ gig security fung comply with gig requirements o_f E chapter. Il_ig security 
£u_r_i__d_ _s_l1gl_l_ gg liable fig‘ payment _o_f_‘ benefits ggly fig members where thereE 
lflp g dglaration o_f bankruptcy g insolvency gy g court gf competent jurisdic- 
ggg gftgg t_h_e_ _(_ig_tg pp which t_lie_ security fund Q established, g where gig 
commissioner has issued a certificate of default which has occurred after the 
date o_n which th_e security fund i_s established. 
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Sec. 14. [79B.l4] LETTER OF CREDIT FORM. 1 form _fgi_' _t_l_i_e letter o_f credit under 1 chapter shall he; 
Effective Date 

State of Minnesota Beneficia GEEE

~ Dear Sirs: 

{I331}; 
order o_f .................. ..(Self-Insurer) we gg instructed jc_q 0 en Q clean irrevoca- _e Letter 9_f Credit Q your favor Q United States $ .......... .. . 0 

~~~ E that drawin s under this Letter of Credit w_ill ‘_Qe_ honored upon 
of your draft drawn 9;; ........ ..iSelT-Iifiureri, a_t ........ .. A c a prior ~~ 

ate. 

gf Credit ex ires Q ........ .., but will automaticall extend _f9_r an lg if on have not received Efregistered maii notification? 
jig renew _ days prior to the oriszinal expiration d_a‘g and ea5H 

expiration date. 

Exce t as ex ressl stated‘ herein this undertakin is not sub'ect to an 
condition gg qifiilgfication. _TKe '0B11FatlOn c_>_i .......... ..iissiTinE'5an under t'Hi§ 
letter _9_f credit sha 1 3 ‘he indi ua obli ation o_f .......... ..(issuing bank i__3 way contingent upon reifibursement wit respect thereto. 

Very truly yours, 
Si nature 

Sec. 15. [79B.15] SURETY BOND FORM. 
.1119 ffl E fil_6 99$ L161‘ 21.13 QEBBE 1111! EE 

§1;.fl‘§ Q MINNESOTA 
DEPARTMENT 93 COMMERCE 

SURETY BOND Q SELF-INSURER gig WORKERS’ COMPENSATION 
1_u THE MATTER gig THE CERTIFICATE pg 1 

SURETY BOND 
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